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CHINA’S SECOND REVOLUTION

Information available as of 15 May 1956 was used in the
prepatation of this Estimate, which was approved by the
National Foreign Intelligence Board on 13 May 1956
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SCOPE NOTE

Chinese leader Deng Xiaoping in March 19853 characterized the
. reforms conducted since the “Third Plenum of the 1ith Central
Committee in December 1978 as a “second revolution,” which “is an
! unprecedented thing in China’s history of thousands of years.” These
reforms involve fundamental political, economic, and social changes,
probably the most comprehensive and systematic ever undertaken by a
Communist regime. This Estimate considers what the second revelution
is, how it is affecting Chinese institutions and society, and how it is like-
ly to develop over the next 10 vears. It also considers various courses
these reforms might take and how they are likely to affect US interests.
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KEY JUDGEMENTS

China's fur-reaching reform effort—unprecedented in Communist
expericnee—has already achieved certain notable suceesses and is likely
to continue, albeit at a ssmewhal reduced pace, over the nest decade.
This means that in the broader overall context China's power and
influence will grow, a prospeet that will offer both significant new long-
term opportunities and challenges for the United States.

The principal goals of the reform movement—which in their
totality clearly constitute a “second Chinese revolution™—are:

U WE o WY gt

— To restructure, reovient, and rejuvenate the political leader-
ship. This entails reorganizing and reforming the party; separat-
ing party and state functions; revamping ideology along more
pragmatic lines; establishing stronger legal and institutional
structures; and bringing younger, better educated, and more
qualified personnel into positions of respansibility-.

—~ Ta expand the economy. This entails narrowing the scope of
central planning and gradually allowing market forces to deter-
mine more economic activity; improving efficiency, productivi-
ty, and quality in production; raising the standard of living;
developing more effective financial institutions; gradually elim-
inating government involvement; promoting development of &
relatively unregulated tertiary sector; opening China’s economy:
to foreign participation; and giving priority to existing industrial
bases.
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— To fashion a leaner, more professional military establishment.
This entails establishing a younger and more educated officer
corps; reducing the overall size of the armed forees; constricting
the role of the military in the economy and in politics:
reorganizing military regions and commands; and acquiring and
deploying improved weapons and equipment from domestic
and foreign sources.

— To create a society less constrained by political and social
controls. '

— To expand ties to the outside world that will assure China
breathing space that will enable it to concentrate on its ambi-
tious efforts to modernize and provide access to economic,
scientific, and technical support. &
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In seeking these ends, there will be significant constraints that will
fashion, slow, and under certain circumstances, possibly halt certain of
the reform efforts for a time:

— Deng Niaoping and his sappaorters face the extremely difficult
task af luosening certain contrals—in order to stimulate the
receptivity, creativity, and flexibility necessary to achieve the
goals of reform-—withowut, in the process, lusing their own
monopoly of power. This basic contradiction may prove to be
the single most vesing problem these leaders will confrom,
inasmuch as they believe they can establish far-reaching cco-
nomic reform and yet maintain the leadership of the Party and
the Marxist-Leninist character of the society.

— Sharp differences exist among the leadership on some issues of
the scope and pace of reform. While we believe that the broad
thrust of reform will continue, the implementation of various
policies will be highly uneven, owing to these internal
difficulties:

~ Traditional endemic systems of guanxi (personal relationship)
networks, favoritism for relatives, going through the “back
door” and other traditional methods of doing business will not
speedily be abolished, if at all.

~ Senior officials who fear that retirement will bring loss of
power, prestige, and perks will continue to resist some ele-
ments of reform.

- Concerns will abide, especially among lower ranking cadres,
that the reforms will not endure.

~ There will also be concerns that the rapid opening to the West
will allow “unhealthy influences” to enter China and will also
make it too dependent on foreign countries.

— A myriad of technical, financial, and managerial abstacles will
impede the ability of China, a huge, still backward LDC, to
meet its reform goals. Some of these problems are not wholly
within China’s own ability to control and are crucially impor-
tant infrastructure gaps in energy and transportation.

— Finally, the effort to modernize will create disruptive economic
and social problems such as inflation, corruption, income dispar-
ities, regional inequalities, and occasional outbursts of social
discontent.

How the party approaches these issues, and the particular scope,
character, and pace of reforms over the uext few years, will be
influenced significantly by how well the succession to Deng takes place.
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We now believe that the mechutsms are in plice tor o taidy orderly
sueeessiont, and that the leadership that follows Deng, for the most prart,
will share the gouls and priovities he his set. These suecessors will be
prepared where necessary to adjust the pace of relorms, from time to
timme, when fuced by marked potitical hesitunce and ceonomie, techni-

cal constraint. I:I

The maintenance of reforms will also be alfected signilicantly by
external forees. China's ambitious vevolution will not be taking place in
a vacuum but in w broad context of interacting outside pressures on
China: most notably from the USSR, the United States, and Japan. In
this setting we believe that the Chinese will continue to perceive that
they are not imminently threatened by the Soviet Union and will have
time to concentrate resources on cconomic modernization, China will.
meanwhile, continue to value its economic lies to the West and Japan
and will continue to push strongly for infusions of foreign technology

and in\'estnwnl.l:l

Despile the many hazards that will confront China’s modernization
effort, we believe the most likely outcome over the next decade will be
a general continuation of reform and an unecen but gradual growth
of China's economic strength, stability, and power. This means that, in
broad terms:

— The reforms will for the most part bring reasonable prosperity
and will give most of the populace a stake in the continuation of
reform.

— An avowedly centrally planned economy will attempt to make
increasing use of both market forces and political intervention
and will encourage flexibility and competition within certain
carefully prescribed sectors.

— The economy and the society will in many respects be opened
up still more than at present but without the party losing its pre-
eminence and control or the society losing its distinctively
Chinese Communist character.

— The pace of reform will be uneven, progress will be start and
stop, there will be incessant disputes over priorities and scope,
and lcadership shifts will occur as various members of the
second generation attempt to strengthen their respective power
and authority. But, we believe such developments will not lead
to major turmotl, as occurred during the Cultural Revolution,
and will be more ar less confined to the type of political struggle
we have witnessed over the last eight years or so.
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— China will develup an extensive web of imtertockim: tradee,
technoloical, aud financial relationships with other countrivs—
mainly Western countrivs and Japan—=but this will include
markedly expanded ties to the USSR,

— China will conduct « foreign policy that is more activist,
including competing more assertively with newly industrialized
countries to sell to forcign markels, maintaining an aggressive
policy of arms sales abroad, and playing one country off against
another in order to obtain the best possible terms for foreign
markets and investments. Beijing’s foreign policies will nonethe-
less seek above all to avoid such external conflicts as might
interfere seriously with China’s primary focus on moderniza-
tion.

Should this “most likely” projection precail, with China's modern-
ization effort meeting modest success, the significance for the United
Staies will be profound. Among the principal consequences:

— The growth of Chinese power will be gradually accompanied by
a corresponding expansion of Chinese regional and global
interests. China will feel more confident and capable of promot-
ing its interests in the strategic triangle and probably will
genuinely move toward its avowed objective of an “indepen-
dent” foreign policy.

— China will continue, and perhaps escalate, its pressure on the
United States to reduce arms sales to Taiwan, and will increas-
ingly pressure the United States to convince Taiwan to accept
Beijing's terms for national reconciliation.

— There will be continuing opportunities for US trade and
investment, as China will want to continue its favorable eco-
nomic and other ties to the United States and other Western
countries. How willing Beijing will be to continue to mute some
of its more nationalistic goals—such as recovery of Taiwan—to
achieve these benefits, as it has in the past, is uncertain.

— There will also be some opportunities for a limited expansion of
US military cooperation with China, primarily in the regulariza-
tion of exchanges at various levels. However, China will not
wish to rapidly expand military hardware acquisitions from the
United States.

— The gradual growth of Chinese power and influence will
complicate US relations with other countries in East Asia. Some
countries will increasingly try to persuade the United States to
place restraints on its assistance to Chinese military
modernization.
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— Ching will continue to be wary of the Suviet stratesic threat and
of Soviet intentions, but will likely be increasingly willing to
engage in various forms of ceonomic and other exchianee with
the USSR: China may also eventually be willing to restore party
ties. However, these improved ceonomic and political ties will
net lead to Chinese cooperation with the Soviets asainst the
United States. because the United States and the West will
remain mare fmportant than the Soviets as a source of technol-
ogy, investment, and other economic advantages.

Though less likely than the projection posited above, another
plausible scenario is one in which the technical and political problems
we have noted gradually overichelm the reforms. Such an ouicome
would be one stopping short of total collapse or total failure of reform.
but one most likely to result in a permanent recentralization of
authority and a tightening of cconomic controls. A more centralized and
repressive regime probably would not be able to resolve China’s
economic problems, and popular support would dwindle over time.
This alternative is also likely to be accompanied by an upsurge in
Chinese nationalism. The Chinese probably would blame the developed
countries for their problems, but are also most likely to be suspicious
and hostile toward the USSR. China probably would escalate rhetoric
identifying with various Third World causes and might allow territorial
problems with its neighbors to become more serious. We believe,
however, that the political unrest and nationalistic excesses on the scale
of the Cultural Revolution would be unlikely.

If this scenario were to unfold, there would be greater challenges
for the United States since China probably would become even more
stubborn in asserting its regional demands. The Hong Kong settlement
could unravel, causing the Taiwan issue to become more difficult.
There would likely be setbacks across the board in economic, scientific
and technical, and cultural cooperation, though we do not believe these
would be abandoned altogether. Suspicion and hostility toward China
by Japan and Southeast Asian countries could increase, and these
countries would likely put greater pressure on the United States to avoid
policies that had the appearance of strengthening China. Some Chinese
leaders might want to further reduce tension with the Soviet Union and
perhups even develop closer ties to replace links to the West, but others
would continue to resist, harboring lingering suspicions of Soviet
intentions.

As for other alternative futures, we believe that there is almost no

likelihood that either a dramatically more rosy or a dramatically more
pessimistic scenario for China will precail. For China to succeed in its
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reforms well beyond our projections, it would requive fundamental
changes in the political, cconomic, and sucial system that are not in the
cards during the periad of this Estimute. Likewise. we believe that the
party and people would net countenanee a new “Cultural Revolution.™
even if the reforms failed miserably. Even if cither possibility occurred,
the forces that would produce such a change would be so cataclysmic as
to preclude an elfective estimate of how US interests might e aff ccted.
It is safc to say, however, that either a much more powerful Ching, or
one that is wracked by turmoil, woeuld pose greater albeit different
challenges to the United States and would not be in our interest.
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DISCUSSION

Origins of the Reforms

1. At the heart of China's secoud revolution is the
anestion of how China will madernize, an issue that
has animated all Chinese political gronps in the 20th
centary. With the ending of the Cultural Revolution
and Mao Zedong's death in 1976, many Chinese were
canvinced that Meo's course had been disastrous. The
Communist Party’s leadership was seriously aues-
tioned; the economy was in bad shape and getting
worse, and a sense of malaise throughout society was
growing. This situation enabled Deng Ninoping to
make a comeback and to begin to reestablish and
censolidate his positio:.

2. Since the Third Plenum of the 11th Central
Committee in December 1978, Deng has effectively
led a group of other reform minded leaderss in achiev-
ing major political and economic renovations, which
are now also producing fundamental social change as
well. These leaders, while accepting and defending the
primacy of the Communist Party and the maintenance
of a Marxist-Leninist state, have rejected many of the
policies identified with Mao, particularly the extrem-
ism of the Cultural Revolution. Though not entirely in
agreement among themselves as to the scape and pace
of change, they have identified key areas in which
change is necessary if China is to enter the nest
cenlury as a modernized, unified, stable, and powerful
state. In their view:

— The leadership of the Communist Party and the
vitality of the state can only be assured if
authority is successfully institutionalized rather
than being vested in one charisiatic leader.

— Comprehensive cconomic modernization and
improvements in the standard of living require
material incentives and cannot be achieved by
relying principelly on normative exhortations
and coercive campaigns.

— Modernization also requires that ideological pre-
cepts endorse scientific and technical rationality
rather than undermining it as Maoist dictums on
“red versus expert” did.

— To abtain the necessary ingredients for modern-
ization, China must increasingly interact with the
outside world, particularly the West and Japan.

S

3. Sinee the Third Plenum, Deng has bad to con-
tend with various forms of oppositinn to his reform
apenda. He has compromised when necessary but has
been highly effective in getting much of bis apenda
adopted. There has been significant chanee in the
mature of the Chinese policy debate in the past seven
years. Unlike the earlier period of Commmunist rule in
which wide policy oscillations were the norm, the
reform program has progressed to the point where
debate and policy conflict are over pace, scope, and
tactics rather than on whether reform is needed. In
other words, even Deng's opponents favor reform.
Even if the Chinese only “muddle through” in the
next few years, it is unlikely that there will be

dramatic leadership or policy shifts over whether
reforms are desirable.

The Political Agenda

4. Deng and his supporters have said that for the
entire reform agenda to succeed, both political struc-
tures and key personnel must be changed. They have
championed a number of institutiona! changes to
enhance the efficiency and legitimacy of the party.
‘These involve:

— Reorganizing the party. The key changes in-
clude the rehabilitation of the Secretariat, the
abolition of the Chairmanship. and the restruc-
turing of commissions within the Central Com-
mittee. The purpose is to provide more discipline
and responsiveness to party organizations.

— Separating party and state functions. There has
been a major reorganization of the state appara-
tus, including the restoration of the position of
President of the People’s Republic, a reduction in
the number of ministries in the State Council
with a corresponding reduction in the number of
Vice Premiers, and an cffort Lo set up a new state
military commission. Deng has said that the
party should withdraw from a policy implemen-
tation role and should focus on Jeadership. The
purpose here is to prevent the concentration of
power in one organ o person, an abuse that
Deng believes led to the excesses of the Culturat
Revolution.
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Reform Benchmarks

Junnary 1975~iest Session, Fourth Netzema! Peo-
s Congrress. Premive Zhoau Enhai's reprat eulls for
increased efforts to promote the “fonr msdvznizations™:
of ugricubure, industey, matiomal defense, and seivaee
and techuolingy. Political infighting in the Polithuro
debayed saplementation of specific policivs.

December 1978 = Third Plenwm, 11th Centsal Com-
muttee, Deng Ninoping beging to asume leadership,
cclipsing Party Chaienian and State Couneil Premicer
Bua Cuofenys reform program mitiated.

February 1950—=Fifth Plenum, Hth Central Com-
mittee. Some key apponents of reform puested hierehy
weakening “leftist™ imluence in the Politbure; Pany
Secretariat catublished.

August-September 1950. Deng proposes sepatation of
parly and government functions, emphasizes collective
leadership and retirement of superannuated officials to
oper door for more highly qualificd personnel; Hua
replaced as Premier by Zhao Zivang.

December 1956, Polithuro suspends Hua from offis
cial duties. Deng assumes leadership of Central Com-
mittee Military Commission; Hu Yaobang takes charge
of party burcaucracy.

June 1981—S8ixth Plenum, 11th Central Commitiee.
Hu replaces Hua as Party Chaitmun: over some opposi-
tion, Deng wins approval of “Resolution an Party
History,” which is sharply critical of many of Mao's
policics and some of his ideological precepts.

Septembier IN2—=12th Party Coangeess. Now party
constitation abohshes Chaiemanbip, Hao beeatnes Gene
eral Seeretary; Avticulnzal “respomsibiility sy steta” i
plemented on mational basis.

Navendyr 1952—Eifth Sessem, Fsjth Natumal Peos
ple's Congress. New state cansttution adopted, which
restoredd position of Prosident, Peaples Republic of
Ching, fises ters of office for wost top state officials a
five years, and replaces conunes with townshigs as
basic administeative unit.

Octobwr 1953 =S8econd Plenum, 12th Central Com-
mittce. Kicks off party “rectification” campaign de-
signed to weed ot “leftig” and incompetent cadees at
all levels of the party.

Qctaber 19%4=Third Plenam, 12th Central Come
niittee. Resolution adopted extending referm to include
government contrab of industry, some price conteols,
and centeal planuing.

September 1955—Party Conjerence of Delegates.
Retires large number of aged party, government, and
military leaders: approves the principal direction of the
Seventh Five-Year Plan.

March 1956—National Peopic's Congress. Approves
Seventh Five-Year Plan, which calls for modest eco-
nomic growth and reaffirms China’s commitment to
reforin and the “open door™ but contains no new
reform initiatives.

— Revamping ideology. While defending the legiti-
macy of “Marxism-Leninism-Mao Zedong
Thought,” the reformers are redefining it to
support their pragmalic policies. Gone is the
emphasis on “class struggle,” “better red than
expert,” and other Maoist idcological exhorta-
tions. Now ideology must make acceptable mar-
ket forces in the cconomy, foreign investments,
and other policies that “seek truth from facts™;
the legitimacy of party authority increasingly is
explained in economic performance terms rather
than more obscure theoretical constructs.

— Establishing the principle of legality. Besides
reinvigorating legal institutions, such as the proc-
uracy (which prosecutes cases) and the courts,
and enacting a legal code and new laws affecting
all facets of society, Deng and his assaciates have
created the expectation that there will be some
limits on the exercise of authority by the state,

Increased predictability and contrels on the arbi-
trary exercise of authority will enable the regime
to obtain greater commitment from its citizens,
especially the intellectuals whose willing partici-
pation is required if modernization is to work,

[ ]

5. A major effort is also being made to invigorate

institutions by recruitiment policies that favor younger
and more educated people. Without completely abol-
ishing widespread family favoritism and guanxi {(per-
sonal relationship) networks, Deng and his supporters
are implementing a personnel system which:

— Establish an age limit for various offices in
party and government. An age limit of 63 for
government ministers and 60 for vice ministers
has been established. The age limit is 68 for
ordinary Central Committee members but for
Politburo members the age is uncertain; press
sources indicate that it ranges from 70 to 72.
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Aceording to Beme, 81, a “few old eadre” will
keep their positions “for a while.” Accurdims to
General Seeretary Hu Yaoham, 50, the retention
of some older veterans whr are still in womd
bealth is the “commnon desire™ of the entire party
wembership and “in Wieir fusdamental imterest.”
Since 1954, 47 ministers and directors of Central
Committee and State Council Departments lave
been replaced. aloug with 8 of their deputies. At
the provineial level, 1 of the 27 provincial-evel
administrative units have had new party seere-
taries, and 10 have had new governors. Nearly all
of these changes reflect the new age limitations.

-~ Ensures that better cducated and more quali-
Jfied personnel arc appointed to party and goc-
emment positions. More than threesfourths of
the 64 new members of the Central Committee
appointed at the September 1945 National Con-
ference of Delegates had received higher educa-
tion—meaning a college degree or training at a
technical school or military staff school. This
emphasis on educational qualifications now ex-
tends throughout the system.

— FPromotes persons who will be supportive of the
reforms. The age restrictions have enabled Deng
to remove some senior leaders opposed to his
policies, while the new recruitment guidelines
help him to place his proteges in key positions.

6. Deng and his supporters believe that these politi-
cal changes are vital if China is not to experience the
excesses of the Cultural Revolution, when one individ-
ual was able to manipulate the levers of power,
wreaking great havoc on the nation.

7. These changes do not mean that the system of
favoritism for relatives and guanxi networks endemic
to Chinese political life will be speedily abolished.
Evidence suggests that children of high-ranking offi-
cials are heavily favored in recruitment for desirable
positions in government and industry, ! and guenxi
plays a very significant role in determining who will
be promoted. For example, it is strongly believed that
the newly appointed Ministers for Public Security and
State Security were chosen not primarily because of
their qualifications, but because of their personal ties
to Hu Yaobang.

8. Reformers are not political liberals who favor
individual rights and democratic procedures. Quite
the contrary, they are deeply committed to what they

' Fag a discussion of this issue, see CIA Research Paper EA b5-
10207 w December 1953, The “Princes” Party™
Cudre Offsprig tn China. (1

“soctadnt detnovraey iv it capitalin demovtacy nor
indoyidualintic dermoceaey but a deaeccsey $or the majority
of prople It cate be separated nvithee Ssom dictatorshig over
aite eneinies ot Irars cvnteadism based on deinecraey
We shoubd not tuese capitalist liberalization. Pueswing
capitalist Jiberalization in our countey 1 equal t followiog
the capitalint rsad, which will inevitably dosrest daenage 1o
the palitival situation of stability wnd wiity and the fonr
wndernizations program

— From an article by “Cammentator” in Hongg
ied Flagr, Uy Novewmber 1993,

Unclassified

term “the four basic principles,” namely, adhering to
the socialist (Communist) read, upholding the people’s
democratic dictatorship, upholding the leadership of
the Communist Party, and adhering to Marxism-
Leninism and Mao Zedong thought as interpreted by
them.

Revitalizing China’s Economy and Society

9. As Deng and his supporters seek to reform
Chinese politics, they also recognize that the success of
the second revolution also hinges on achieving eco-
nomic progress. Among the most important areas are:

— Narrowing the scope of central planning and
gradually allowing market forces to determine
more economic aclivity, while maintaining eco-
nomic stability by means of monetary and fiscal
policies.

— Improving efficiency, productivity, and quality
in production by providing enterprise managers
and farmers more authority over planning.
output, and marketing: by demanding greater
fiscal responsibility; and by breaking up vertical-
Iy organized relations and cncouraging competi-
tion between cconomic units.

~ Raising the standard of living by allowing more
individual freecdom to exercise entreprencurial
skills and accumulate wealth, and by promoting
more production of consumer goods while devel-
oping new policies te help the cconomically
disadvantaged.

— Developing more effective financial institutions
to improve allocation of funds. menitor enter-
prise activity, and influence the rate and direc-
tion of cconomic development.

n
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— Grichuably eliminantiog govermment imtervention
that stifles veonommie srowth, such as comteols on
prives, rents, and wages.

— Promoting developaneat of w relatively unireps-
Ited tertinry cconmnic sector, such as service
industries, small-scale transport, and marketing.

— Opening China's economy te foreign participa-
tioir in order to aequice advaueed technology,
investment capital, and management skills.

w Giving priority to  existing  industrial - bases.

10. The political and cconamic reforms are being
accompanied by social changes as well. Chief social
goals include:

— Revamping the education system, giving priority
to scientific and technical skills. Admissions to
colleges and universities are to be based on
qualifying examinations, and a system of degrees
has been restored.

~ Easing limits on artistic and cultural expression.

— Giving intellectuals a more prominent role in
party and government affairs and extending
greater prestige to intellectual endeavors.

— Easing public restraints over religious observance
and over cultural expression by national
minorities.

These social changes are seen as necessary for creating
greater popular support for the party. Nevertheless.
some key controls will remain in place: birth control,
migration, and labor unions.

Military Reforms

11. Deng and his reformist colleagues want a mili-
tary that is leaner, more professional, and better
trained and armed. In pursuit of this objective they
have:

— Pushed for a younger and more educated officer
corps with greater technical specialization. Older
officers have been forced into retirement and
younger ones promoted.

— Begun implementing a reduction in the overall
size of the armed forces by over 1 million
personnel, from about 4.5 million to 3.5 million.
This is being done to save money and improve
the quality of recrults.

— Reduced the role of military units in the econo-
my—for example, they have taken the Railway

Camtruetion Corps and the Capital Constrae-
tioas Enstineer Corps ant o8 PEA enntrol—while
at the sate time usime many defense indistrica
tor civiliun production.

— Reorganized military regions and commands to
simplify comnund and control.

- Acquired and deployed fmproved weapons aud
vguipment from foreign and indigeneus sources.

12. Theangh these clianges in the PLA, Deng be-
lieves that its mission of providing national security
can be accomplished more effectively and less expen-
sively. AL the same time, the military as an institution
may become less likely to play a significant domestic
political role to the degree it did during the Cultural
Revolution. ‘Thus far, there have not been substantial
increases in the military budget—the published mili-
tary budget has actually been somewhat reduced since
1979—but should the PLA go forward with an-
nounced intentions of improving weapons technology,
costs could increase substantially. In any case, the
success of the military modernization depends on the
suecess of the economic program. We believe that the
relormers will hold to their policy of sclectively and
gradually improving weapons technology, avoiding the
expense that would be entailed in a rapid buildup.

Accomplishments

13. The reforms have already had a fundamental
impact on Chinese politics, cconomics, and society.
More than 1.2 million cadres at various levels have
been retired. Of 200,000 younger cadres promoted to
posts at or above the county level, 60 percent have
college or university degrees. At the most recent party
conference of delegates in September, 10 elderly
members of the Politburo resigned and were replaced
by six younger persons, and 64 older members of the
Central Commiltee resigned in favor of younger and
more technically qualified persons.?

14. Even more dramatic have been the economic
changes in China. Annual growth over the past few
years has been running at about 9 to 10 percent, well
above the growth target Beijing needs to accomplish its
goal of quadrupling the total value of industrial and
agricultural output by the year 2000 (see table). The

tFor an analysis of developments at the Party Conferenee, see
Intelligence Assessment EA 83-10197, (@Nmrm-
ber 1885, Ching's Party Conference: The Waning of the Ancien

Regime. (1
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a Peajected. Sanree. Premict Zhao Zivang's teport on Seventh Five-
Year Plan, Magels 1946,

® Pnjected. Souece of target for the year 2000 s CIC Centeal
C itter's goal of quadropling 19% GVIAD. Geal for 1985 i«
derived as midgoiut between 1990 and 2000 geals 1 tarects of
Seveuth Fiee-Year Plan are reachesd (19904 subwayent goabe will
likely b raised.

“This table s W:

*contract responsibility system” has led to an unprece- but are now expected to perforim in an environ-
dented boom in many of China's rural arcas, both in ment that demands quality, innovation, market-
terms of productivity and peusant income, ing skill, and profits. The educational system will
have great difficulty providing the skilled man-
agers China needs.

15. The overall standard of living of the Chinese
peaple has improved considerably. Coupon rationing

has ended for clothing and most foods. Rural dwellers — Shortcomings in financial capabilities. As the
have seen their annual per capita income more than 1985 foreign exchange scare—in which the Chi-
double since 1978, up to about 300 yuan. The gap nese discovered their reserves werce being deplet-
between rural and urban living standards has nar- ed much more rapidly than anticipated and
rowed significantly. There is a wider varicty of prod- moved quickly to regain ccutral control over
ucts and consumer goods ﬂWlilﬂbl&l:l outflows—amply demonstrates, China may have

difficulty committing the financial resources
necessary for infrastructura) development at the
appropriate time. Additionally, the unleashing of
strong inflationary pressures by the reforms has
disrupted both investment and planning.

16. The reforms are perceived by most Chinese as
having delivered the goods thus far, and the reformers
are counting on popular support to keep the momen-
tum going. Chinese leaders repeatedly assure foreign
visitors that the reforms are highly popular and for this

reason can be successfully continued. I:I — Difficulties in acquiring and absorbing technol-
ogy. Certain technologies are unavailable owing
Reform Obstacles to COCOM restrictions or because Western en-

terprises tefuse to provide it, fearing that the

17. In spite of these accomplishments, the pace of
Chinese will subsequently use it to compete with

reforms and the degree of implementation have been

and will be uneven because of both technical obstacles them. Even so,|
and political resistance. Among the chief technical Beijing has acquired expensive techuology from
obstacles are: abroad only to have it remain unused for want of

trained personnel.
— Problems in developing the managerial talent. p

Many economic managers have successfully — Infrastructure gaps in such crucial areas as
achieved goals based on quantitative production enesgy end transportation. China's short-term

13
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Special Economic Zones:
A Test of the Reforms

At the wegtinne of Deng Ntaoping. in 1979 the State
Couneil anhorized the creation of special cemomic
zomes as part of i policy directed ab libweralizing the
fureio trade systemn and opening the seanomy w the
Waest. Four zones were wtablished to spir andd coneen.
teate forvign investient. Xinmen and Shantou desiened
to concenttate on developing export processing indus-
tries and Shenzhen and Zhuhai, borderine on o
Kong and Macao respectively, desined for mare diver-
sificd development. All four zones offered investors
low-cast labar, reduced remts and tases, and scaled
down or waived customs duties. They sought to atteact
foreigtn tnvestinent in infrastzuctuee projects as well as
in industries that would promote expotts and enhance
technological development. Responding to the charge of
critics that the Specind Economic Zones (SEZs) were like
the treaty ports of the past, the reformers asserted that
unlike the situation in the past, forcign involvement
would be on Chinese terms, not foreed by the forcign-
ers.

Initially, the development of the SEZs was sluggish,
but beginning in 1983 there was rapid expansion,
particularly in Shenzhen. By 1984 Shenzhen had at-
teacted 70 percent of the total foreign funds invested in
SEZs and 15 percent of total realized forcign investment
in Chinu. This, tegether with heavy state investment in
infrastructural projects, resulted in a major boom. In
carly 1984, Deng visited Shenzhen and praised the
results. His visit seemed to allay concem that the SEZ
experiment would be short fived. Indeed, the gross
value of industrin] and agricultural output in the four
zones went from 2.1 billion yuan in 1983 to 3.3 billion
yuan in 1984, with Shenzhen accounting for about 50

percent of the growth. I:l

t5ce INR Repont 1120-AR. China's Spectal Economic Zanes: Lets
Progress than Mrets the Epe. 2 July 1999 (v}

However, sotare unforesen tentlts cansed Chitew
polivy utakers ta apsain have seeond thovghte Mot of the
investatent has stone into consteuction cather than io-
crvases in prediction, alse, only about one-third of seles
from the SEZs have been made abroud. while two.
thirds have beere in Ching Export eoals for Shenzhen
were supponed to reach US §32 hillion by 1930, but
boetween 1950 and 1953 they increased only from US
$11.2 million to $21.1 williow. « tiny fraction of official
projections. In 1954 the four zones ran a trade deficit of
US 82 hillion. 1ta weneral, the SEZs have failed to serve
the anticipated investment function and have failed to
attract technology-intensive industry. Also, there s
somy consterstation that they have led o corruntion ad
the spread of “spiritual pollution” in China,

In mid- 1955 Chinese leaders seemed 1o be hedging
their bets on the SEZs. Deng referred to them as
“experimental” and sugsested that they could be shut
down if their purpose was nal achieved. Gu Mu, whe
carried the SEZ porifelio in the Seeretariat, gave SEZ
petformance a mixed review in a newspaper interview
in April 1955, Gu was removed from the Secretariat al
the Party National Confereuce of Delegates in Septem-

ber.

The SEZ's lackluster record in obtaining key objec
tives has probably tarnished the credibility of the
policy, if not the policymakers. Reformess are nimbly
switching their strategy for China’s modernization and
are now focusing on upgrading technology in major
industrial centers through licensing agreements and
joint ventures. However, it seoms unlikely that the SEZ
concept will be abandoned; rather, they will most likely
record modest gains as they compete with other open-

inf Chinese_industrial citics for forcign investment.

energy approach involves dependence on conl-fired
plants, which create pollution and place an added
burden on mining and transportation. The long-term
plan calls for expensive nuclear and hydroelectric
projects, which will have no payoffs until the 1990s.
Transportation is a serious problem, which only sub-
stantial investment can help to solve. Chinese railways
are 70 percent overbooked, and port congestion is
extremely severe. Altempts to increase highway use
for short haul commerce will be costly and will
increase demand for fuels that the energy sector may
not be able to provide,

18. Reform policies have generated or esacerbated
a host of scrious difficulties in China's economy.

14
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Among these problems are double-digit inflation, a
rise in afficial corruption, socially disruptive income
disparities, and regional inequality. These problems
have generated both social discontent, as measured by
student demonstrations, and political controversy at
the highest levels.

19. There is also political resistance to the reforms.
Significant issues include:

— Strong differences among the leadership as to
the extent and pace of reform. Some leaders
have tried to slow and modify the reforms
because they believe that moving too rapidly and
too fur is undermining party authority.

— The fear of losing power and perks among
senior officials who are heing retired.

L
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We st imensity sdvedogical and pelitcal wirk and
presve e prestie of the paety s departinents i chatte of
this work. There ate s serne penple, inchicdios soune party
teandiers, who have forsaken the socialia and Cammunist
ileal swod turnvdd their backs or seeving the people. Some of
them have beeome tich by unbaw ful means siech as sprenla-
tion and swindle, seaft, wed acecptance of bribes. Iu their
cealings with forvigners, they lave no consideration of
wezsord or national dignity . These problems can be atteibut.
ed to the relation of idvolosticat and political work and the
decline in the function and anthority of departments in
charge of such work. We should take this as a lesson. Party
orsanizations at all levels should conduct Kleological and
valitical work in carnest aod safeguaed the suthority of those
departments.

— Chen Yun, speech at CCP National Conference of
Delegtates, September 1955,

Unclassificd

— The concern among some officials, particularly
lower ranking cadres, that the reforms will not
endure. These officials adopt a “wait and see”
attitude and move slowly and cautiously,, if a1 all,
in implementing directives.

— Concern that the rapid opening to the West will
allow unhealthy influences to enter China and
will also make China too dependent on foreign
countries.

20. Thus far, both Deng and his epponents have
sought to avoid a showdown on the issue that must
inevitably arise: will economic modernization require
a loosening of ideological strictures and political con-
trols? To date we judge that the party remains deeply
divided on this issue. The dilemma of trading political
control for improved economic performance will re-

main for the next 10 )‘enrs.:

Deng’s Mortality 3

21. The party’s ability to overcome obstacles to
reform and to continue with the second revolution
hinges on how orderly the succession to Deng is
accomplished. The mechanisms are in place for an
orderly succession, but the future of reform depends
on the nature, character, and policies of Deng’s succes-
sors. Deng has given a high priority to putting in place
those persons he deems most committed to reform, yet

> On prospects for the succession to Deng. sec forthenming SNIE
13-56 fay 1956, Ching After Deng: Suceess
ston Prablemsand Praspects. ()

b b b bk to secept the pranestion of proteses of
ather feaders, including thuse who have bren apposed
e sonne elements of the refors. Reform siceess owes
much to Bewts palditical skills and ability to negmiate
wtnoige compretiog: tterests. We doubt that bis sueees-
sor will have the same commitinent to reforn or his
negotiating ability. Nevertheless, we befieve that the
leadership that emersies after Deng for the maosl part
will shure his goals and privritics even though it will

'

include some who favor a different approach. I:I

External Influences

22, China’s reform effort has been perceptibly in-
fluenced by external forees and will continue to be so
over the coming decade. Of particular importance has
been the shift in Chinese perceptions of threat und a
corresponding shift in forcign policy emphasis. Chi-
nese demands for a “united front™ against Soviet
“hegemonism,” heard during the high tide of Sino-US
coaperation in 1979, have given way to the declaration
of an “independent” foreign policy that secks to treat
the superpowers more evenhandedly. While there has
been no substantive Soviet change on key issues that
divide Beijing and Moscow, Chinese perceptions have
shifted. They believe:

— The United States has increased its power and
vigilence against the Soviet threat.

— The Soviets are becoming overextended in their
activities in Afghanistan and Vietwamn and are
also distracted by their problems at home and in
Eastern Europe.

~- Avoiding artned conllict is essential so that China
will have time and resources to modernize.

— New Soviet leadership might be eventualty more
forthcoming on Chim’s three major conditions
for normalizing relations.

In the past few years, China's stated rationale for
cooperation with the West has progressively shifted
from the strategic countering of Sovict power (o their
expressed desire for financial and technological sup-
port for China's modernization.

23. China has fostered improved ties to the Soviet
Union, and rapid gains in trade, perhaps as much as $6
billion annually by the end of the decade, are antici-
pated in the 1986-90 trade agreement conchuded by
the two parties. Though far less than China's trade
with the West, this trade cexpansion is evidence of

(=)
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Chitee willimeness W obseure or overlool, sone politi-
cal differences while seekime medernization. In partics
ular, the Chinese probably witl contitne o we care in
deating with especially semsitive issues i arder not o
jeopardize potential Soviet contributions to Chinese
modernization.

24, The pace and dusgree of Chinese reforms are
partly influenced by how suceessful the Chinese be-
Kieve they will be in scaniriog modernization resources
in the West, principaily from the United States. The
United States is currently the hiesiest foreign investor
in China, after Hong Kong, and has warked to pro-
mote trade and economic cooperation. There are
15,000 Chinese students in the United States, the
largest number abroad in any country, and the se-
formers perceive that these students are o fundamen-
tal means of acquiring expertise. We believe that
Beljing is increasingly concerned with issues such as
trade. investment, student exchange, and the US role
in COCOM restrictivns on China. Chinese attituces
toward military ceoperation with the United Slates are
mixed. Some clements of the leadership favor limited
military cooperation as a means of promoting military
modemization while others want to downplay such
cooperation.

25. Chinese leaders believe that Japan can make an
important economic and technological contribution to
China's modernization, but they remain suspicious of
Japanese intentions. There are mixed feclings abuut
Japan's role in such projects as the Baoshan steel
project that helped to modernize China’s steel industry
but at enormous expense. Deng recently stated that
continuing trade deficits with Japan were unaccept-
able, while others have complained of Japan's lack of
fnvestment in China. Below the surface of official
good will between the two nations, there is lingering
hostility as evidenced by student demonstrations

against Japan in the fall of 1985. I:I

Ching's Future: The Most Likely Prospect

26. Deng and his reformist collcagues have already
scored remarkable achievements in reorganizing the
political infrastructure and improving economic pro-
ductivity in certain sectors, such as agriculture, where
reform policles have been applied most extensively.
The economic reforms in China have brought unprec-
edented prosperity and have given the people a stake
in the continuation of reform. Reform policies have
been implemented in a “two steps forward, one step
back” fashion, and we expect this pattern to continue.
Ve believe, on balance, that the Chinese leadershib

s demonstrated sfficient suceess in achievien: theiv
ol of Creating @ more utited stable, and powertul
China, and that the veneral tend ol reform will

cuntinue during the perod of this Estivte. I:I

27, Nevertheless, we brelieve that over the nest 10
years there will be continuinge political and economic
problems facitge the Chitese beadeeship that huve
potential to threaten reform. That i, there will be
incessant disputes over the seale, pace, aud side offects
of reform. and leadership shifts will eccntr as various
members of the second seneration atiempt to stremethe-
ot their respeetive positions. But, we do not believe
these will lead to major turmoil. as occurred during
the Cultural Revelution. and will be confined to the
type of struggle that we have witnessed since the
Third Plenum in 1978.

ay. Economic performance is most likely to support
a continuation of reform policies. Despite problems
with excessive growth, inflation. and corruption,
Chima's robust cconomy {sce table) has generated
popular and political support that probably will carry
the leadership through the inevituble eyclical down-
turns and lean years. The reformers’ ability to discover
and respand to probleras in the cconomy has been an
important factor in their record of success, and we
expect this flexibility to be maintained.

29, Over the next 10 years, key features of a
developing China probably will include:

— A party leadership that dominates policy formu-
lation across the board.

— A bureaucracy staffed by relatively young, tech-
nically capable personnel.

—A social system that reflects tensions between
cconomic liberalization and political control.

— An avowed centrally planned economy that at-
tempts to make use of both market forees and
political intervention to influence its develop-
ment and encourages flexibility and competition
within certain carefully described sectors.

— An extensive web of interlocking trade, techno-
logical and financial relationships with other
countries, mainly Western and Japan.

— An approach to foreign policy issues that is more
activist but dominated by a desire to avoid
_unnecessary external conflict that would inter-
fere with a continuing focus on mudernization.

O
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00N Clatia beownes tiote grosperons, s bonensn
policy options wll inetease, It will web 1o phay
vteater tale i wtetnationad and vetional abains
China will publiclh adhete to jts “ubepeandent” pose
tare wd will hetonically supsgoant saons Thicd \World
positions in e United Natiots ik in othet interon
tional tormns, AL the same tine, Ching will continme
o vmphasize ardeth evonomic, btanial, and trade
ties to the West Within Avis, Ching will sech to
ettty tode s secionad power, feconizine g
the Unitend Stutes and the USSK aiee activedy enaed
in the region, but seebime over the Tonger ter to
redece thit involennent. Specitically. we beliese that
China will:

= Increasituely seck arrmements in Kovea thiat will
eibunee prospects Tor pesce and stability in the
teninsnba.

o= Continue te deraml a solution to the Cuanbodia
contlict that scknos ledges Cliinese interests and
influence in laduching.

= Attempt toavoid military wetion eveept porliags
in the South China Seic where everbgpping terri-
turial claims iuvolve several countries. including

\‘iclnum.:

31 We believe that China will nol nune sieniti-
antly closer o the Soviet Union. Nurmalization of
Sine-Soviet relations may  move forwand, perhaps.,
even inchuding a restoration of party W party ties.
Even in that exigeney. the Chinese will oot cooperate
with the Soviets waninst the United States, beeatse Ve
Wost will remain more ismportant to Chim gs a souree
of technology . investinent, and ather cconomic sdsan-
tuees. China will improve veonomic relations with the
USSR but will maost lkely comtinue to regard the Soviet
Lnion as & major competitor for influence in East Asia

and a stralegic military llm-ul.:

32 Greater praduction of o wider ramge ol gonds
will mean that China will compete mare asertively
with newly industrialized countries w sell to foreien
markets, especially in the developed countries. China
will also maintain an aegresive policy of arms seles
abroad. which. with technological improvements. will
nake it increasimgly  competitive in this markel.
China's increasing economie stiemgth will make it
oven maore attractive to foreigners in both market wied
investment terms. which in tn will enable the
Chinese to play one country aeainst another in order
o ublain the best possible teris. Deeloping countrivs
in Kast Asia will foel inercasitge pressure from China's

developtent. I:l

A Less Likely Alternative: The Reforms Collopse

33 We befieve that wither phonsibibe thaseh Jeas
Whely omtentne is o sitmation e which techaeal and
political probibers wiadually sverw el the retopns
This wenld vatwl o permnent recentiadizaton ol
authonty wnd o tieltenine of veononne comtiob Such
sostteation conld be bresein alwnt by

=N sty ob maine ecsmanic sethachs, el as
wmanay inthation, sucvesive g batvests, o
sttnant indastrial wros th

— Widespneatl denrands tor reater pessnal amld
paliteal treedums that wpnear to theaten the
ety s eontral.

== Politival anrest oo serments ol the popnida-
tiou vesudtime Frot a pretecption of diseds antaee.

34 Shonhd thes, or other potetiad developrnents.
sesult i Wb endine of pedorms, we would anticipmte
the tollowime situation.

~= Lstensilied indivhting anome party olites. aceom-
panivd by siens of pelicy immobiltism and ideo-
togical dovtnatism.

— Growinge temsion in the burcaueraey as techinical-
Iy qualiticd personnel e authority to anti-
velorm party ideologeres,

= A sacial system characterized by inereasime -
rest as e cegime woves o dismashe relorms
and reimnpose central authority .

= The Inmudened application of central planning
amd litations on market forees in the cconomy.

— An increined emphasis on sell refiance. perbaps
includime attempts to limit toreign participation
it Chita's econamg .

— A torei policy kicking initistive bt prrswed i
a truenlent manner.

33. This more centralized and repressive reginge
probably would-not he able to resolve Chim's ccotom-
i problems, and popular support would dwindie over
time, This ahiernative conld abw be accompanied Iy
an upstinee in Chinese nationalism. The Chinese would
be most likely to blame the develiped conntries for
their problems but would remain suspicious of Seniet
imtentions toward Chine, China wondd escadate its
Third World rhetoric and might allow  territorial
problems with its neighbiors to become more serions.
The Hong Kong setthement could unracel, vausing the
Taiwan isue o hecome more diflicult. We beliewve,
Loseser. that political norest and nationalistic eseesses
on the scale of the Cultural Revolution would he

unlikely. I:l
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Can China Dramatically Succeed ar Fail Beyond
Our Expectations?

3, We beliese itis kisthby wnlibely dha the Chitew
veforion will sicevd draativally o tail miserably I
order tor the sedorms o accamplish much more than
we anticipate.

o The role of the party wohld Bave to be turther
diminished and grvater political  glaealism
imrodueed,

— Mursist-Leninist ideolszy would bise to cedse to
e thie basis of legitinate auatherity .

~ The bureancraey wondd e to become e
more Welmically skilled sud insolated brom polit-
ical shifts.

— Thee cconvmy would requive mnch less wovern-
ment intervention il would give privgey to
market forces.

— I exchante for Westers kniow -how and techinol-
ey, Ching would have to srant much greater
foreign aveess o its domestic inarkets,

Over the period of this Estimate it is highly anlikely
that the Communist Parly would conntenance cliimees
of this magnitude, preferring o maintain control
rather than rapidly accelerate the pace of moderniza-
tion.

37, Itis abo highly unlikely that the reforns will
preeipitate a mijor cconomic or politicad collapse with
accompanying Cultural Revolution style xenophobia.
Causes of such a collapse would include:

— A complete breakdown of consensas among the
leadership, resulting in violent political turbu-
lence, purges, and probably  military
intervention.

o= The emergence of regional power centers com-
peting with Beijing for political authority:.

— Extremie sacial polarization and the emergence
of ideological fanaticisi.

— Burcaucratic paralysis leading to failure o im-
plement policies effectively.

— Stagfation, increased unemployment. crop fail-
ures and famine, or other dislocations of such
magnitude that the reforms are totally
discredited.

We believe that having come cloae to this type of
political and economic collapse during the Cultural
Revolution. Chinese leaders, regardless of their atti-
tude toward reform, will try to undertake whatever
steps are necessary to prevent this degree of systemic
breakdown.

Implications for the United States

3% Ooanest Bikels alternative bor Ching's btiee
adlers w mived but basically tavorable situateos fon the
Lanted Mates A ote politically stable and veomoni-
vally prosperons Ching with imaeased e to amld
intetactions with the United States, Lipran. sl othes
Westernn countrivs bas been o coal of TS polics tor o
cheeade or more B this resprect, the proveess of Clig s
retarins cemnplinmant US poliey. Neverthehes, the very
sticeess ab these iedorms will brine both opportunitios
atned challemnees tor US pobicy tabers as they deal with
tiore capable ad conbdent Chiae i the decades
whead

39, We bnlieve that the hey epportunities tor the
“mited States will b

-~

— A putential for the expansion of mtual trade
and imvestiment.

— Contimud arcas of political cooperation: specifi-
cally, buth sides will wish to limit Soviet power
and inthience in the region and will want peeace
and stability on the Korean Peniusula,

— Some limited expansion of militery cooperation,
prinurily in the renlarization ol eachunees at
various levels: however, we believe that China
will not wish to rapidly evpund militers acenisi-
tions from the United States.

— Better cultural ties and understunding beceause

China will wish to muintain 2 broad level of
student, enltural. and scientific exchange.

— A pulential to influence @ generdtion of Chinese
elites, eapmsed o the United States through a

variely af exchanges.
4. We believe that the Rey challenges for the

United States will be:

~= Continuing presure on the United States to
reduce arms sales 1o Taiwan.

— Increasing pressure on the United States to con-
vinee Taiwan to aceept Beijing's ternns for e
tivval reconcilistion.

— Continuing. and perhaps escalating, demands
that the United States transfor sensitive technol-
oy o Ching and reduce third-party transfer
rostrictions.

- Continuing pressure for US coneessions on trade
and investment.

— Growing Chinese competitiveness in East Asian

SENRET
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AL The wradual yeonth of Chinese power amid
intluenee will camplivate US relations with othne
coutdeivs in the segint, Miny Sottheast Asian conn-
teies view Chit as an econouic competiton and will
hecome abrmed ws China ineteases ity acces to LS
and other Western warkets. Increasivee Chinese nili-
tury poser will b viewed with concern by sonne Asian
conries that swill try to persuade the United States to
plice restraints on its assistutier to Chinese military
wadernization: these countrivs do nol apprecite the
litnits of UNS influence on Ching.

420 A wnderately suceessful retormist ledership
will seek W maintain or enlance China’s position
within the steatesic teiamede. The attitude of close,
strategtic cooperation with the United States avainst the
Soviel Union that China evoked w the 19705 s not
likely to reoccur during the period of this Estinate.
Rathier, China will most likely seek to find wiys ta
eapluit differences between the United States and the
Soviet Union to enbance ils own positien i the
triangle.

43. In the event that our less likely, but plawsible,
scenario unfolds, China would breome a more serions
challenge to US interests because it would probably be
even raore stubborn in asserting its demands. We
waould anticipute that:

= Cooperative Sine-US cconomic ties would be
recluced.

— Beijing would most likely escalate its demands
that the United States stop arms siles to Taiwan

— \ltary comperative with the United  States
souhl beeut buck

— Fachanees in seientibe, twechuical, culoral, aed
ather areas watthel tadter.

— Ching would inereasinely adopt an anticUS pos.
ture n intesmational tors ot in propagssla

44, Under Uuoe vireaummstanees we counhd expeet that
Ching would be move asertive on regional issues.
Ching might venew toral and political ties to pro-
Beijing Sotttheast Asicen Communist snorvetents and
under sane eireismtances micht be willing to slichhy
upgrade tivs o these graups, Whil soune leaders mivin
abo want to reduce tension with the USSR and
develop closer ties to replace links to the West, this
tendeney wonld be mitisated by lingering suspicions
of Sovict intentions toward China.

143. Retorm in China is a comples political, cco-
uotnic, wnd social plienomenon whose fntore course
canniot b precisely predicted. The continuity or aban-
donment of the policies and structnral changes that
emerse from the “second revaltion”™ will bave impor-
tant itnplications for US interests in Asia and else-
where. We believe, however. that stunnime success or
ignominions failure is oot ouly highly unlikely, but are
tivd to so many imponderables as o mitigate anainst
projecting specilic implication of these alternatives for

the United Sl:nvs.|:|
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ANNEX B

Short Biographies of Key Chinese Leaders

Yao Yilin

Camens ren 4

Yue Yilin . . . 65 . . . Polithuro mewdier sand Vice
Premier of State Council . . . protege of conservative
Staniding Committee member Chien Yun . . ceononic
decisionnuaker who advocates Chen's limited growth
policies . . shares Chen’s reservatinns about aspects of
ceonmuic retorms, particululy on China's speeciad cco-
nomic zones . . . gradhite of Qingima University . .
served in State Council posts throughout 1930 and
190 . pureed in 1966 . . worked in foreign trade
administration wfter 1973 rehabilitation . . . relieved
from Seeretariat September 1983 . . . handled recent

bilateral economic talks with Soviet Uniun, I:I

Wang Zhaoguo

A

Wang Zhaoguo . . . 44 . . . Secrelarial member . . . di-
rector of party General Oftice . . . nationally colebrat-
ed as madel “third cchelon™ cadre after prometion 1
Central Commiiltee in 1952 . . . personally promoted
by Deng Xiwoping after impressing him in bricfing . ..
Youth League ties to Hu Yaobang . . . headed Commau-
nist Youth Leagne 1952-54 . . . graduate of Harbin
Univensity in 1966 with degree in mechanies . . . auto
plant mamuger in Hubei . . studied al US-established
Dalian Management School in 1950,

Wu Nuegian

Walr Weeie ©

Wu Newaian . .. 65 . . Palithure member. Sate
Conneilor and Minister of Forcien Aftaits . . petime
to Polithuro vahes bitn egual of Sovict loreien minis-
ter it party peoteenl, extends his anthority i boreien
policy . .. mernber of party foreien aflaies oversight
wronty . .. highest rankine He Yaobame asaciate in
eovermuent . . eradiate of S John's Univensity,
Shamehai . .. joined party in 1936 . . sened ander Hu
as Youth Leaeue header durime 1930 and 1960 . . .
pureed during Coltural Revolution . . . Teapprstred
1972 devity bead ot Bretersationad Lidison Depart-

ment 1975952 I:l

Tian Jivun

Tian Jiyan . .. 36 . . . member Polithure and
Seeretariat and Viee Premier of State Couneil . . . 1aost
prominent Zhao Zivame protege in party and state . ..
leading government spokesuan for wage and price
reforms - L prababhy a principal dradter of October
1954 party decision to reform China's ceconomic strue-
ture . joined party 1943 . Tongtime linance olficial
i southwest .. during 1970 helped Zhao implement
eaperimental eeonomic relorms in Sichuan,
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Li Peng o Jianin

Li Peme .. .37 L L L wmemleer of Palithure and
Seeretariat and Viee Prewier of State Coned] . . . Lo Jiunsiv . .. 30, . Seeretars of GCP Secreturiat
adopted son of Zhow Folai wnd Deng Yioechao . . .
ovenstes key enerey. transportation, and wducation
sectors .oy side with barly conservatives on some
LIS L

<o pratere of Hin Yaobang - L L served ander Hu as
wmernber of Communist Youth League durime varly
EO30s L aetive in women's aflains . . . one of several

Seeretariat menmbers who oversee eeogomic affairs . . .

- Sovict-tninal oxpert i ydne )
power cogineering . . . former Minister of Water  Jormier testile industry weded worker . . eraduated

Conservaney wnd Electrie Power. from East Ching Teatike Emcineering Colewe in 1462

erved as Minister of Teatile Didustyy $951-83, I:I

Qiao Shi

Hu Qili

f I3

Hu Qili . . . 36 . . . Polithuro member and
Permanent Seerctary of Seeretariat . . . became youn-
west Seerctariat member in September 1952 .

protege of Hu Yavhang . . . almost certainly reinforees Qiao Shi . .. 61 . . . Member Polithuro and
Hu Yaohang's “liberal™ proclivities . . . widely seenas  Seeretariat . . . Viee Premicr of State Council . . .
next party general seeretary . .. graduate of Beijine director of € s Political und Legal Commission . | .

Universily in mechanical enginceriog . . . member of protege of Ho Yaohang . . . considerable authority in
Commumist Youth League Secretariat during 1950,

and 19605 . . . purged in 1967 during Cultural . a. ! .
o oyt e nratragzed vouth affairs in East China during 1930s . . .
Revolution . . . rehabilitated 1972 in Ningsia Autono- targsed youth aflars i Las "

mous Region . . . returned to Beijing 1977, resumed I'mfl"d "“mf"\“i‘"}_b"]id“fi“ Cranmitles from l.ﬂha
yonth work . . . vice president Qineh Univerily until purged in 1967 . . . Director of party Internation-
HTh-52 . .| rose Lo national prominence as Tianjin  al Lizison Department 1952-53. Organization Depart-

mayor I!)h()-bﬂ.l:l ment lS)!M-SS.I:l

seeurity wnd legal affairs . . . joined party in 1940 . . .
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